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F. 	 For subsequent periods, all cost reports received by AHCA as of each April 15 

and October 15 shall be usedto establish the reimbursement ceilings. 

G. 	 The individual hospital's prospectively determined rate shall be adjusted only 

under the following circumstances: 

1. 	 An error was made by the fiscal intermediary or AHCP, in the calculation 

. of the hospital's rate. 

2. 	 A hospital submits an amended cost report to supersede the cost report 

used to determine the rate in effect. There shall be no change in rate if an 

amended cost report is submitted beyond 3 years of the effective date the 

rate was established, or if the change is not material. 

3. 	 Further desk or field audits of cost reports used in the establishment of the 

prospective rate disclose material changes in these reports. For cost 

reports received on or after October 1,2003, all desk or onsite audits of 

these cost reports shall be final and shall not be reopened past three years 

of the date that the audit adjustments are noticed through a revised per 

diem rate completed by the Agency. 

Exception to the above mentioned time limit: 

The aforementioned limitation shall not apply when Medicare audit 

reopenings result in the issuance of revised medicaid cost report 

schedules. A cost report may be reopened for inspection, correction, or 

referral to a law enforcement agency at any time by the Agency or its 

contractor if program payments appear to have been obtained by fraud, 

similar fault, or abuse. 

4. 	 Where the charge structure of a hospital changes and the application of the 

lower of cost or charges limitations is reconsidered. 
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H. 	 Any rate adjustment or denial of a rate adjustment by AHCA may be appealed by 

the provider in accordance with Rule 28-106, F.A.C., and Section 120.57 Florida 

Statutes. 

I. 	 Under no circumstances shall any rate adjustment exceed the reimbursement 

ceiling established, except as provided for in rV B. 

J. 	 In accordance with Section 2302 of Public Law 98-369, the Deficit Reduction Act 

of 1984, the reimbursement rates for laboratory and pathology services shall be 

the lower of  the hospital's charges or; the Medicaid fee schedule technical 

component as provided for in Rule 596-4.160, F.A.C. 

V. 	 Method 

This section defines the methodologies to be used by the Florida Medicaid Program in 

establishing reimbursement ceilings and individual hospital reimbursement rates. 

A. Setting Reimbursement Ceilings. 

1. 	 Review and adjust the hospital cost report available to AHCA as of each 

April 15 and October 15 as follows: 

a. To reflect the results of desk or field audits. 

b. 	 To reduce the Medicaid outpatient costs and charges for laboratory 

and pathology costs and charges. 

2. Reduce a hospital's general routine operating costs if they are in excess of 

the limitations established in 42 CFR 413.9 (2000). 

'3. Determine Medicaid outpatient variable costs defined. in Section X. 

4. 	 Adjust Medicaid outpatient variable costs for thenumber of months 

between the midpoint of the hospital's fiscal year and either September 30, 

or March 31, the midpoint of the rate semester for which thenew rate is 

being calculated. The adjustment shall be made utilizing the latest 

available projections as of March 31 or September 30 for the Data 
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Resources Incorporated (DRI) Type Hospital Market basket Index as 

detailed in Appendix B. 

5 .  Divide the inflated Medicaid outpatient variable costs by the latest 

available Health Care component of the Florida Price :Level Index (FPLI) 

for the county in which the hospital is located. 

6. 	 Divide the results of Step 5 for each hospital by its total Medicaid 

outpatient occasions of service excluding occasions of' service for 

laboratory and pathology resulting in an occasions of service rate. 

7. 	 Array the occasions of service rates in Step 6 from the lowest to the 

highest rate with the associated occasions of service. 

8. Establishthe reimbursement ceilings as the lower-of: 

a. The cost based ceilings for variable costs per occasion of service at 

the occasion of service rate associated with the 80th percentile of 

occasions of service, times the FPLI component utilized in Step 5 

for the county in which the hospital is located. Rural and 

specialized psychiatric hospitals are excluded from the calculation 

and application of this cost based ceiling. Stamtory teaching, 

specialized, Community Hospital Education Program(CHEP) 

hospitals, and those hospitals defined in 9 and 10 below are 

included in the calculation but are exemptfrom the application of 

this cost based ceiling. For hospitals participating in the Florida 

Medicaid Program that are located out of State,the FPLI used shall 

be equal to 1.00. 

b. 	 For rate periods beginning with the July 1,1993 rate period, the 

target ceiling shall be calculated by multiplying the previous rate 
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period’s ceiling by the target inflation factor as calculated in the 

following formula: 

Midpoint of the prospective rate period 
1 + ~ 4 x 1  using appendix B -1 1 

Midpoint of the current rate period 
using Appendix B 

T h s  target ceiling shall not apply to rural, specialized ,statutory 

teaching, Community Hospital Education Program (CHEP) 

hospitals, and those hospitals defined in 9 and 10 below. 

9. 	 Effective July 1,200 1,outpatient reimbursement ceilings will be eliminated for 

hospitals whose charity care and Medicaid days as a percentage of total hospital days 

equals or exceeds fifteen percent. Effective July 1, 2002, the fifteen percent (15%) 

will be changed to fourteen and one-half percent (14.5%). The Agency shall use the 

disproportionate share hospital 1997 audited data available as of March 1,2001 to 

determine eligibility for the elimination of ceilings. Effective July 1,2003, the 

fourteen and one-half percent (14.5%) will be changed to eleven percent (11%) to 

eliminate the outpatient reimbursement ceilings for hospitals whose charity care and 

Medicaid days as a percentage of total adjusted hospital days equals or exceeds 11 

percent. The Agencywill use the average of the 1997, 1998, and 1999 audited DSH 

data available as of March 1,2003. In the event the Agency does not have the 

prescribed three years of audited DSH data for a hospital, theagency will use the 

average of the audited DSH data for 1997, 1998 and 1999 thatis available. For those 

hospitals with only one year of audited DSH data, the Agency shall eliminate the 

ceilings for only those hospitals with 1999 audited DSH data. .Hospital outpatient 
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rates set under plan provisions for the July 1, 2003 rate semester will be effective 

October 1,2003. 

10. Effective July 1, 2001, outpatient reimbursement ceilings will be eliminated for 

hospitals whose Medicaid days as a percentage of total hospital days exceed 9.6% 

and are a trauma center. The Agency shall use the 1997 audited DSH data 

available as of March 1,200 1 to determine eligibility for the elimination of 

ceilings. Effective July 1,2003, outpatient reimbursement ceilings will be 

eliminated for hospitals whose Medicaid days, as a percentage of total hospital 

days, exceed 9.6 percent, and are trauma centers. The agency will use the average 

of the 1997, 1998, and 1999 audited DSH date available as of March 1,2003. In 

the event the Agency does not have the prescribed three years of audited DSH 

data for a hospital, the Agencywill use the average of the audited DSH data for 

1997, 1998 and 1999 that is available Hospital outpatient rates set under plan 

provisions for the July 1, 2003 rate semester will be effective October 1,2003. 

B. Setting Individual Hospital Rates. 

1. Review and adjust the hospital cost report as follows: 

a. To reflect the results of desk and field audits. 

b. 	 To reduce the Medicaid outpatient costs and charges for laboratory 

and pathology costs and charges. 

2. 	 Reduce the hospital's general routine operating costs if they are in excess 

of the limitations established in 42 CFR 413.30 (2000). 

3. Determine Medicaid outpatient variable costs as defined in Section X. 
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4. 	 Adjust Medicaid outpatient variable costs for thenumber of months 

between the midpoint of the hospital's fiscal year and September 30 or 

March 31,the midpoint of the following rate semester. The adjustment 

shall be made utilizing the DRI Regional Hospital Input Price Index as 

detailed in Appendix B. 

5.. Establish the variable cost rate as the lower of 

a. 	 The inflated rate by dividing the inflated allowable Medicaid 

outpatient variable costs by the total Medicaid outpatient occasions 

of service for the hospital excluding occasions of service for 

laboratory and pathology. 

b. 	 The target rate by inflating the variable cost rate in the previous 

rate period by the target inflation factor calculated in V.A.8.b. 

above in establishing target ceilings. This target rate shall not 

apply to rural, specialized,statutory teaching, Community Hospital 

Education Program (CHEP)hospitals, and those hospitals defined 

in Section V.A. 9 and 10. 

6. 	 Set the rate for the hospital as the lower of the result of Step 5.  

above, the reimbursement ceiling in V.A.8 for the county in which 

the hospital is located, or the result of inflated Medicaid outpatient 

charges divided by total Medicaid outpatient occasions of service 

excluding charges and occasions of service for laboratory and 

pathology. 

7. 	 Hospital outpatient rates set under plan provisions for the July 1, 

2003 rate semester will be effective October I ,2003. 
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VI. PaymentAssurance 

The State shall pay each hospital for services provided in accordance with the 

requirements of the Florida Title XIX State Plan. The payment amount shall be 

determined for each hospital according to thestandards and methods set forthin the 

Florida Title XIX Outpatient Hospital Reimbursement Plan. 

VII. 	 Provider Participation 

This plan is designed to assure adequate participation of hospitals in 1:he Medicaid 

Program, the availability of hospital services of high quality to recipients, and services 

which are comparable to those available to the general public. This is in accordance with 

42 CFR 447.204 (2000). 

VIII. 	 Revisions 

The plan shallbe revised as operating experience data are developed and theneed for 

changes is necessary in accordance with modifications in the Code of Federal Regulations 

(2000). 

IX. 	 Payment in Full 

Participation in the Program shall be limited to hospitals of service which accept as 

payment in full forcovered services the amount paid in accordance with theFlorida Title 

XIX Outpatient Hospital Reimbursement Plan. 

X. Definitions 

A. Acceptable Cost Report - A completed, legible cost report that contains all relevant 

schedules, worksheets and supporting documents. 

B. 	Adjusted patient days - The sum of acute care patient days and intensive care patient 

days as reported to the Agency for Health Care Administration divided bythe ratio of 

inpatient revenues generated from acute, intensive, ambulatory, arld ancillary patient 

services to gross revenues 

C. AHCA - Agency for Health Care Administration, also known as the Agency. 
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D. 	Allowable Costs - An item or group ofitems of cost chargeable to one or more 

objects, processes, or operations in accordance with generally accepted accounting 

principles except as modified by the Principles of Reimbursement. for Provider Costs, 

as defined in CMS PUB. 15-1 as incorporated by reference in 59G-6.010 F.A.C., and 

as further defined in the Florida Title XIX Outpatient Hospital Reimbursement Plan. 

E. Community Hospital Education Program (CHEP)hospitals -Hospitals that 

participate in a programestablished by the Community Hospital Education Act 

(381.0403, F.S.) and administered by the Department of Health. CHEP hospitals 

offer continuing medical education programs for interns and residents established on a 

statewide basis. The CHEP programprovides financial support for interns and 

residents based on policies recommended and approved by the Community Hospital 

Education Council and the Department of Health. 

F. 	 Cost Reporting Year - A 12-month period of operation based upon the provider's 

accounting year. 

G. 	Eligible Medicaid Recipient -,"Recipient" or "Medicaid recipient" means any 

individual whom the department, or the Social Security Administration on behalf of 

the- agency, determines is eligible, pursuant to federal and state law to receive 

medical or allied care, goods, or services for which thedepartment may make 

payments under the Medicaid program and is enrolled in theMedicaid program. For 

the purposes of determining third party liability, the term includes an individual 

formerly determined to be eligible for Medicaid, an individual who has received 

medical assistance under the Medicaid program, or an individual on whosebehalf 

Medicaid has become obligated. 

H. Florida Medicaid Log - A schedule to be maintained by ahospital listing each 

Medicaid patient's recipient number, dates of admission and discharge, and the charges 

and payments for services and goods received from the hospital's revenue centers. 
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I. 	 FloridaPrice Level Index - A spatial index which measures differences from 

county tocounty in the cost of purchasing a specified market basket of items at a 

particular point in time. The items in the market basket range from various food 

products to hospital lab fees, and are grouped into the components of Food, 

Housing, Apparel, Transportation, and Health, Recreation and Personal Services. 

A county index for each of the five components is developed bi-annually by the 

Florida Executive Office of the Governor. County indices are population 

weighted to average 100 percent. An index of 1.1265 for a given county means 

that the basket of goods in that county costs 12.65 percent more than the State 

average. Changes to the methodology utilized in the development of the FPLI 

will constitutechanges in this plan and will require a formal plan amendment. 

J. . 	 General hospital -A hospital in this state that is not classified as a specialized 

hospital. 

K. . HHS - Department of Health and Human Services 

L. 	 CMS PUB. 15-1 - Health Insurance Manual No. 15, also known as the Provider 

Reimbursement Manual, as incorporated by reference in Rule 596-6.010, F.A.C.. 

M.. 	 Medicaid Outpatient Charges - Usual and customary charges for outpatient 

services rendered to Medicaid patients excluding charges for laboratory and 

pathology services. These charges shall be the allowable charges as reconciled 

with the hospital Medicaid log and found on the Medicaid paid claims report. 

N. 	 Medicaid Outpatient Occasions of Service - The number of distinct revenue center 

code lineitems listed on avalid claim that a hospital has submitted tothe fiscal 

agent, excluding laboratory and pathology revenue center code line items,and that 

have been paid by the fiscal agent, which represent covered Medicaid outpatient 

services. 
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0.. 	 Medicaid Outpatient Variable Costs - Allowableoperating costs excluding 

laboratory and pathology costs less return on equity as apportioned to Medicaid by 

cost finding methods in the CMS 2552 cost report. 

P. 	 Non-Covered Services - Those goods and services which are not medically 

necessary for the care and treatment of outpatients as defined in CMS PUB 15.1 

as incorporated by reference in Rule 59G-6.010, F.A.C. 

Q. Rate Semester - January 1 through June 30 of a given year, or July 1 through 

December 31 of a given year. 

R. Reimbursement Ceiling - The upper limit for Medicaid Outpatient Variable Cost 

rate reimbursement for an individual hospital. 

S. Reimbursement Ceiling Period - January 1 through June 30 of a given year or July 

1 through December 3 1,of a given year. 

T. 	 Rural Hospital - An acute care hospital licensed under Florida Statutes, Chapter 

395 with 100 licensed beds or less, which has an emergencyroom and is located 

in an area defined as rural by the United States Census, and which is: 

1. 	 The sole provider within a county with a population density of no greater 

than 100 persons per square mile; or 

2. 	 An acute care hospital, in a county with a population density of no greater 

than 100 persons per square mile, which is at least 30 minutes oftravel 

time, on normally traveled roads under normal traffic conditions, from any 

other acute care hospital within the same county; or 

3. 	 A hospital supported by a tax district or subdistrict whose boundaries 

encompass a population of 100 persons or less per square mile. 

U. 	 Specialized Hospital - A licensed hospital primarily devoted to TB, psychiatric 

care, pediatric, eye, or cardiac care and treatment; or alicensed hospital that has 

ten or more residency training programs. 
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